The exchangeable corporate bonds have been so popular since entering China. Because the time is short, there are few empirical researches on the announcement effect of exchangeable bonds in China. Based on the event study method, the article carries the empirical study on the announcement effect of the exchangeable bonds which their target company's stocks are issued in China's A-share stock market. The results show that there is a negative influence on the market when the announcement announced. On the six days before the event day, the abnormal return is significantly positive, while it's negative on most of the other days, and is not significant. At the same time, the cumulative abnormal returns of each window period are not significant. The Shanghai A-share stock market may exist news leaked in advance, but once the news is disclosed, the market can digest the message soon, the stock price can return stable in a short time, so it is satisfied with the effective market. The validity of Shanghai A-share market will also need further enhance. It needs to speed up the improvement of the financial system, further refine trading rules, create rich financial derivatives for people to use, perfect the legal laws and regulations, focus on the regulations, and standardize China's financial market, so it can develop toward a good direction.
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According to the different terms and conditions, exchangeable bonds can be divided into five categories, namely ordinary exchangeable bonds, bonus compensation type of exchangeable bonds, waiting type of exchangeable bonds, a basket of stocks exchangeable bonds and the exchangeable bonds which can pay at any time. Exchangeable bonds prospectus covers a variety of factors, including face value, coupon rate and maturity, the exchange price, exchange rate, exchange value and exchange period and so on. Some additional terms were agreed in the contract of exchangeable bonds, such as the redemption clauses, it refers to before the bond maturity, the issuer has the right to redeem exchangeable bonds early with the price according to the terms of agreement, and redemption price is generally higher than the face value of the exchangeable bonds. Putbacks terms, referring to safeguard clause, is also the lowest return exchangeable bonds. Revised terms refer to the issuer active downward revisions in share prices, under certain conditions. In addition, the exchangeable bonds also have the nature of stocks and bonds. It can not only bring the fixed income, but also can convert debt into equity. It is the bond investors' important channel to maintain flexibility and share the stock market returns.
For a long time, exchangeable bonds are the tools of capital markets in developed countries. The characteristics of exchangeable bonds are used by the CSRC to deal with all kinds of sizes financing needs, which are not belong to the equity holdings. Learn from the development of exchangeable bonds in European and American, CSRC studied the issuer, the underlying stocks, the issuing scale and the related terms. CSRC formulated and published the rule issuing exchangeable corporate bonds interim provisions for the shareholders of listed companies.
China's exchangeable bonds issued for the first time in 2008, and the real development begins from the issue of the exchangeable bonds "13 Fuxin Debt" in the October 2013.
With the improvement of relevant laws and regulations, the quantity, type and scale of exchangeable bonds are constantly growing. In the year of 2013 to 2016, it has issued 66, 70 billion yuan, and become one of the most high-profile investment products. So far, the exchangeable bonds in China is no longer just for the underweight financing, but was given a new mission and new function, it is for revitalizing the major shareholders in equity capital. As a new financing tool, a new financial derivative and also a kind of new varieties for fixed-income investments, the development of exchangeable bonds is getting better and better.
The Announcement Effect Theory and Literature Review
Announcement effect refers to the release or happening of an economic or political events, which will affect another event. Announcement effect of exchangeable bonds refers to the disclosure of the announcement can bring fluctuation to stock prices for listed companies. The study is of great significance. Companies need to assess the influence of issuing exchangeable bonds or other financing tools on the fluctuation of stock price. Choose the most appropriate financing strategy in accordance with the long-term or short-term effect. While, in-vestors should also grasp the exchangeable bonds' announcement effect, and make the optimal choice of investment tools.
Announcement effect on the corporate debt can be divided into two aspects, the announcement effect of corporate debt with no choice and the announcement effect of corporate debt with choice.
The Announcement Effect of General Corporate Debt, with No Choice
Easterbrook (1984) [1] , Flannery (1986) [2] and Kale and Noe (1990) [3] consider that the short-term debt financing company is high quality, while the company is the low quality of long-term bonds. So, if a company issuing bonds, it is a negative message to the market. Datta et al. (2000) [4] also think that the announcement of issuing bonds will be a negative signal to the stock market.
Berlin M, and Loeys J. (1988) [5] and Diamond (1991) [6] have shown that the problem of information asymmetry consisted in the process of issuing convertible bonds. Compared with the bank and the shareholders, the information asymmetry between debt holders and shareholders will be more significant. So, the issuance of company bonds will be negative signals to the market, while the bank loan contract stamps will be positive signals to the market. Myers (1977) [7] explains the negative effect of the market to the corporate bonds issued announcement. He used model analysis and concluded that, compared to internal financing companies, the company's growth will be lower through issuing bonds found that, based on the bonds issue date t, the excess return of bond is positive during the time of t − 5 to t − 1. The conclusion is that companies issue bonds convey a positive signal to the market. Zhao C. (2016) [9] selected 102 companies which had announced to issue corporate bonds. The result showed that the abnormal returns were negative but not significant before the announcement.
After the announcement, the CAR was negative in the consolidation range, but positive in ascending channel and descending channel.
The Announcement Effect of General Corporate Debt, with Choice
Abhyankar and Dunning (1999) [10] selected a variety of convertible securities as the research object, issued by the British between 1986 to 1996, and tested the wealth effect of publication. Through the test, they found that issued announcement on the underlying stock price will be a significant negative impact. Dutordoir and Van DE Gucht (2004) [11] studied the reaction of the issuer facing the convertible bonds company announcement issued by the western European.
They found that on the day of the announcement day and the next day, the stock price showed obvious negative impact on the announcement effect. Manuel Ammann, Martin Fehr, Ralf Seiz (2006) [12] research the data of exchangeable bonds and convertible bond from 1996 to 2003 in Switzerland and Germany.
They draw the conclusion that the bonds issue announcement will make the excess return of stock price to be negative. However, there are some scholars draw the opposite conclusion through analysis of the market outside the us. For example, Kang and Stulz (1996) [13] This paper makes an empirical analysis by using the market model. In the market model, assumes that there is a linear relationship between the expected return and the market return at the same time. So:
Parameter estimation in market model:
When using the market model, estimate parameters to get the expected return by OLS. Within the appropriate estimation window:
To get the expected return within event window, assume that the value of ˆi α and ˆi β are stable before and after the event occurs.
Abnormal return is the actual return minus the expected return in stock market after the event occurs. Use AR it as the abnormal return of stock i in time t.
3) Hypothesis Test for Abnormal Return and Cumulative Abnormal Return a) Hypothesis Test for Abnormal Return
Test the abnormal return in the market model, the abnormal return within the event window is: 
Under null hypothesis conditions, statistic J 1 obeys the standard normal distribution. 
Under null hypothesis conditions, statistic J 2 obeys the standard normal distribution.
Sample Selection and Data Source
This article selected all A-share companies listed in Shanghai Stock Exchange which had announcement of issuing exchangeable bond from August 30, 2012 to January 30, 2017.
In order to ensure the accuracy of the empirical results, this article follows the followings when choosing the samples:
1) This article selected the listed companies of Shanghai A-share market. B
shares and H shares were eliminated from the scope of research.
2) Remove listed companies in financial sector.
3) The sample were clean samples, excluding listed companies issued the annual financial report, quarterly financial report, the material assets reorganization, new financing plan and other major events before and after 5 days they announced to issue exchangeable bond. 
Sample Statistical Description
There are two markets returns: one is the total market capitalization weighted rate of return, the other is the current market capitalization weighted rate of return. Table 1 is the statistical descriptions for Shanghai A-share market with the current market capitalization weighted rate of return and the total market capitalization weighted rate of return.
The Figure 1 and Figure 2 showed, no matter which kind of market return is used, China's stock market returns presented the sharp-peak and fat-tail feature, the skewness was not zero, the kurtosis was close to 6, which suggested that it seriously did not meet the normal distribution. The median and mean were greater than zero, which indicated that the China's stock market over the past few years was a rising trend. There are a lot of restricted stocks in China's stock market, only tradable shares are greatly influenced by stock price, so this article used the daily current market capitalization weighted rate of return as the return on the market.
Result Analysis
The empirical results are obtained as Table 2 and Table 3 .
In the window period of (−10, 20), ten days' ARs of Shanghai A-share market are greater than zero, and all the others are negative. In the first ten days, there are six days' ARs < 0. And in the last 20 days, there are only six days' ARs > 0.
This suggests that, during this period, the reaction of market to the announcement of exchangeable bonds is negative. Under 5% significance level, only the −6th day shows that the AR is significant positive. And the AR is significantly greater than zero in the six days before announcement means that there may exist information leaked in advance before the announcement of exchangeable bonds in China's Shanghai A-share market. The above Table 4 shows that the CARs > 0 only appeared in the window (0, 2), while it is less than zero in the other window period. This result also indicates Table 4 . Summary information of CAR in the Shanghai a-share market. that the reaction of the market for the Shanghai A-share listed companies issuing exchangeable bonds announcement is negative. The CARs are not significant in the window period, which suggest that the impact of issuing announcement on the market is not big.
The Conclusions and Policy Recommendations
The emergence and application of China's exchangeable bonds is greatly later than abroad. Considering from the external environment, China is in the process of reforming and opening up. The openness and efficiency of the capital market is gradually enhanced. At first, the exchangeable bonds are hard to enter the market in China. Now, it has developed to release several exchangeable bonds every month, only three and a half years after its first release. To meet the financing needs of different issuers, the exchangeable bonds have spawned many types in China's market. We should not only see the advance of China's capital market, but also find its disadvantages. Discovered by empirical results in this paper, the Shanghai A-share market is efficient. The hypothesis that the ARs = 0 has passed after the announcement of exchangeable bonds. It shows that the announcement effect on the two markets on the event day is not significant. But the Shanghai A-share market's ARs is significantly positive in the −6th day.
However, it soon subsides, with no lag reaction later. In the efficient market, the market will immediately begin to digest and absorb the news once they have been issued. So, the time of disclose issuing announcement will only affect the stock at that point, and the stock abnormal returns are only related to the news.
Studies on both China and abroad also satisfy the weak validity of stock market, the price includes all historical information, and we cannot get excess returns through technical analysis.
Based on the analysis above, this article puts forward the following suggestions. First of all, for the Shanghai A-share market, we need to further improve its effectiveness, further refine the trading rules and create more financial derivatives for the demander. In addition, we also need to develop and optimize the related laws and regulations. Due to the new characteristics of modern finance, perhaps the smallest butterfly flaps its wings could also bring unexpected consequences. Therefore, the Chinese government needs to strengthen the supervision, making the financial market standardization and developing towards the good direction.
